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Mortgage lending

Mortgage loans

In Sweden specialist credit market companies,
mortgage credit institutions, and banks usually
provide mortgage loans. Total volume of out-
standing loans secured on residential buildings
amounted to SEK 2,443 billions at the end of
2009. Mortgage loans are secured by collateral,
normally as a mortgage on the property. The
lending consists of a first mortgage, which in-
volves pledging the property for up to 70-80
percent of its value. Additional credit is nor-
mally provided as a second mortgage by the
bank that owns the mortgage institution or by
another bank with which the institution co-
operates. Mortgage institutions and banks offer
a wide range of credit facilities at variable or
fixed interest rates

Mortgage credit institutions

The mortgage credit institutions provide credit
primarily for residential property, but also for
commercial and office buildings. Loans se-
cured on one-family homes and tenant owned
apartments represents 71 per cent of the mort-
gage institutions total lending. Lending by
mortgage institutions to Swedish households
exceed the volume of bank lending to house-
holds. Swedbank and Handelsbanken respec-
tively own the two largest mortgage credit in-
stitutions, Swedbank Hypotek and Stadshypo-
tek. Nordea are also an important player on the
market through its mortgage institution. SEB
offers residential loans directly through the
bank. SBAB, is a state-owned company which
originally only financed mortgages provided or
guaranteed by the state, but which since the
early 1990s compete fully with the other insti-
tutions. Lansforsakringar Hypotek also offers
mortgages. Banks such as Danske Bank, Skan-
diaBanken and DnBNOR also sell mortgage
loans. The smaller mortgage institutions are in
some cases important players on the market as

they can have relatively large market shares on
new mortgage lending.

Other companies

In the last few years there have turned up fi-
nancial institutions that offer mortgage prod-
ucts, which are different from those tradition-
ally offered by mortgage institutions. One ex-
ample are companies that provide mortgage
loans to borrowers who, for various reasons do
not qualify for loans in mortgage institutions.
Another example is companies specialised in
offering retired persons, with low mortgages
on their houses, to release capital from their
homes with amortization- and interest-free
credits with the home as security. The credit
and interests are repaid from the value of the
home when it is sold, or if the borrower dies.
Similar products are also offered by banks.

Forms of funding

The credits provided by mortgage credit in-
stitutions are mainly financed by the issue of
bonds and commercial papers. The bank-
owned institutions also finance their lending by
raising loans from their parent banks. All
mortgage bonds in the Swedish market are
covered bonds.
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